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ABSTRACT

A Profile and Analysis of Repeat Bankruptcy Petitioners
in the District of Utah I 984-2004

by

Bonny C. Llewellyn, Master of Science
Utah State University, 2005

Major Professor: Dr. Jean M. Lawn
Department: Family, Consumer, and Human Development

The purpose of this study was to describe the incidence of repeat filers in Utah
and estimate the extent that repeat filers may be abusing the bankruptcy system. This
study sought to develop a profile of repeat filers . Demographic and financial variables
were examined to detem1ine their associ ation with abuser/nonabuser status. In this study,
abuse of bankruptcy was characteri zed onl y by the timing and number of filings over 20
years. Debtors with three filin gs in a 2-year period or less and debtors with four or more
total filings were classified as abusers. Nonabusers were defined as debtors who filed
only once as well as debtors who had two or three scattered filings over the 20-year
period.
About I I% of the total sample appeared to be abusing the bankruptcy system by
filing repeatedly. The majority (76.2%) of the I 997 cases filed by abusers were
dismissed while only 23.8% received a discharge of their unsecured debts . Only five
(2.9%) of the I 71 abusers who filed chapter I 3 in I 997 completed their payment plan and
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received a discharge of their debts. The logistic regression model found chapter (7
versus 13), filing status, unsecured debt, and monthly income to be the most significant
variables in estimating abuse. Males and females filing alone were nearly 50% less likely
than joint filers to be abusers. Chapter 13 debtors are nearly five times as likely to be
abusers when compared to chapter 7 debtors. Filers who had unsecured debt levels
above the median were less likely to be abusers, and filers who had incomes above the
median were almost twice as likely to be abusers.
Realistic repayment plans that pay careful attention to construction of budgets and
a financ ial counselor to work with debtors who miss payments is one approach to
combating abuse by repeat filing. Judges may need to discipline attorneys who file cases
repeatedly. Perhaps a new Code is not what we need to combat abusers; instead, closer
monitoring of cases by trustees, more responsible attomeys, and more responsible
lending are needed.

(62 pages)
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CHAPTER I
INTRODUCTION

Bankruptcy is not a modern day phenomenon. As early as I B.C. there were
sabbatical years in which debts were forgiven. These sabbaticals occurred every seven
years , quite similar to the modern bankruptcy system in which chapter 7 debtors are
allowed to discharge their debts every six years. Historically, debtors who cou ld not pay
their debts were imprisoned. In 1542, debtors' prisons were so overcrowded that
England passed the first law to give debtors options other than imprisonment. The
United States passed its first bankruptcy law in 1800. In 1841, new laws allowed for
vo luntary consumer bankruptcies whi le prior to that, only creditors or merchants could
file . Interestingly, this law was repealed two years later after complaints that people were
taking advantage of it. Legislation that became the basis for U.S. bankruptcy law was
passed in 1898 (MSN Money, 2004).
Bankruptcy law has been under scrutin y si nce its inception. "The Bankruptcy
Abuse Prevention and Consumer Protection Act of2005" is the title of the bankruptcy
reform bill currently in the I 09' 11 sess ion of Congress. This bill, among many other things,
seeks to make bankruptcy law more restrictive by requiring more debtors to file chapter
13 repayment plans rather than chapter 7 liquidation. Questions arise over why filing
rates are so high. Are debtors over-using the system by repeatedly filing chapter 7 as
often as the law allows? The American Bankruptcy Institute ( 1996) has stated that
bankruptcy refom1s have been driven by concem over perceived abuses. While
bankruptcy reform legislation has been passed by one or both houses of Congress since
1998. Supporters of the proposed reforms argue that it has become too easy to file for
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bankruptcy and that some consumers are using the system too frequently to discharge
debts.
Need for Study

Since 1994, the number of consumer bankruptcy filings in the United States
increased from about 800,000 to I ,500,000 in 2004 (United States Department of Justice,
2005a). ln the period between 1994 and 2003 personal bankruptc y filings in Utah rose
from 6,591 per year to 20,802 (United States Department of Justice, 2005b). This gives
Utah the distinction of being the state with the highest number of bankruptcies filed per
hou seho ld with one filing per 36.7 households (American Bankruptcy Institute, 2004).
Descriptive data obtained from 1997 Utah bankruptcy filings revealed a combination of
factors contributing to financial distress. Low wages, large families, large homes, and
numerous vehicles are among the characteristics describing Utahns. Short job tenure and
the likelihood of being single with dependents are more prevalent among bankruptcy
filers (Lown & Rowe, 2003).
A survey of attomeys, accountants, academics, judges, trustees, lenders, and other
bankruptcy professionals conducted by the American Bankruptcy Institute ( 1996)
reported that serial bankruptcy filings are perceived to be a problem. Although debtor
attomeys did not rate serial filings as a major issue, two-thirds of the creditor
representatives and nearly half of the judges viewed serial filings as a significant
problem. United States Senator Jeff Sessions commented on the problem of repeat filers
when he proclaimed that there is a "deep problem of abusive and repeat" bankruptcy
filings (Lewis, n.d.).

Empirical investigation of repeat filers is sparse; hence, a study on this topic is
essential to increase understanding of the problem. Strand, Hira, and Carter (1994)
studied the sociodemographic and financial attributes of repeat filers. They compared
bankruptcy filers in one district in Canada (Manitoba) and the U.S . (Iowa) and found that
14 percent of debtors in each location had filed previously. Compared to first time
debtors, repeaters were older, had lower incomes, lower assets and lower debt levels.
Sullivan, Warren, and Westbrook ( 1989) studied repeat filers and defined a true repeater
as someone who files for bankruptcy, recei ves a discharge of their debt, runs up more
debt and files and receives another discharge. Repeat filers may also include debtors
whose cases are dismissed, resu lting in rep eated attempts at discharging their debts. This
may be the case for many dismissed chapter 13 debtors and may result in two to three
filings in a short period of time, thus contributing to an increasing filing rate. While
many authors and researchers have suggested that repeat filers are a problem, there has
been little research on repeat filers and poss ible abuse of the bankruptcy system. Results
of this study should enhance our und erstanding of the growing number of bankruptc y
filings and contribute to information about repeat filings that may be useful for guiding
bankruptcy policy.
Bankruptcy Basics

Bankruptcy law and regulations are govemed by the Federal Bankruptcy Code but
property exemption levels differ among states while implementation of the law varies by
court district (Braucher, 1993). As soon as a debtor files bankruptcy they are protected
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from their creditors by the automatic stay. This provision prohibits debt collection
activ it y and halts any home foreclosure or eviction process.
Only unsecured debt can be discharged in bankruptcy. Consumer debtors can
choose between chapter 7 and chapter 13. Chapter 7 results in a discharge of unsecured
debts with no repayment obligation and CUITently limits the debtor to one discharge every
six years. In a chapter 7 bankruptcy, the debtor's property is divided into exempt and
nonexempt categories. While the Federal Bankruptcy Code specifies the amount and
type of property that is exempt from creditors, 17 states including the District of
Columb ia have adopted their own exemption statutes. Debtors in these 17 states may
choose between state and federal exemptions (Leonard & Loonin, 2001). Generally, a
certain amount of equity in a home, car, clothes, jewelry, appliances, and furniture will be
exempt from liquidation by a chapter 7 trustee to repay creditors. However, most chapter
7 cases are " no asset" cases in wh ich debtors own no assets in excess of the state
exemption levels (Flynn, Berman!, Burke, & Hazard, 2003).
Debtors with nonexempt propert y they wish to retain may choose chapter 13
bankruptcy to pay off a portion of their unsecured debt rather than lose the property as in
a chapter 7 (Loonin , Williamson, & Klein, 2002). In a chapter 13 bankruptcy, debtors
make monthly payments to the trustee according to a budget approved by the court and
the funds are distributed to the credi tors . It generally takes three to five years to complete
a chapter 13 repayment plan; there are no statutory restrictions as to how often a debtor
may file a chapter 13. The only limitation on repeat filings is that the court may prevent
a debtor from refiling under any chapter for 180 days if the previous case was dismissed
for willful failure to compl y with the requirements of the court or the Bankruptcy Code
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(see II U.S.C. § 109 g). Chapter 13 debtors who are not successful in their repayment
plan may convert to a chapter 7, otherwise, failure to make the monthly trustee payment
will resulting dismissal of their case. Once a case is dismissed the debtor becomes subject
to creditor collection efforts again. Dismissal may occur for a number of reasons

including failure to: appear in court, fill out the paperwork correctly, or to make
payments on their chapter 13 repayment plan. About one-third of chapter 13 plans are
completed and the remaining unsecured debts discharged (Sullivan et al., 1989). Only
26.5% of 1997 chapter 13 filers in Utah completed their chapter 13 plan (Evans, 2004).
When debtors ' cases are dismissed for any reason, it is possible that they may file for
bankruptcy again, thus inflating the number of bankruptcy filings.
One explanation for repeat filing is found in the automatic stay provision. The
automatic stay goes into effect at the time of filing and prevents creditors from taking
further collection actions against the debtor. The automatic stay prevents the start or
continuation of foreclosures, repossessions, ga rni shm ent s, attachments, utility shut-offs,
evictions, and debt collect ion harassment , all ow ing the debtor time to sort out their
financial problems (Loon in eta!., 2002). Bankruptcy provides a temporary reprieve for
homeowners who are behind on mortgage payments because a foreclosure action cannot
go forward while the automatic stay is in place. Further, chapter 13 includes a provision
for catching up on mortgage arrears, delinquent taxes, child support or alimony
arrearages, and other debts that are not dischargeable in chapter 7.
One challenge of trying to study or quantify abuse of the bankruptcy system is
that it is not always clear when a bankruptcy petition is not filed in good faith. Many
good faith petitions could be filed right before a foreclosure due to the debtor attempting

6

to save their home whi le other fi lers have no intention of completing their plan or
repayi ng any of their unsecured debt. Debtors may be filing repeatedl y to use the
automatic stay to stave off foreclosure without having to make mortgage payments.
Foreclosure actions can be delayed for up to five years or more when debtors file
repeatedly (Nelson, 2000; Norberg, 1999).
Specific Objectives of the Study

1. To determine the extent of repeat filings in the federal bankruptcy court district of
Utah from 1984 to 2004.
2. To esti mate the extent of debtor abuse of bankruptcy by repeat filing in Utah.
3. To estab li sh a financial and demographic profile of debtors who appear to be
abusing the bankruptc y system by filing repeatedly.
4. To develop a stati stical model that tests for the unique contribution of each of
these variables on abuser versus non -abuser status.
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CHAPTER II
LITERATURE REVIEW

While there is a growing body of research on consumer bankruptcy, few studies
have been conducted on repeat filers who may be abusing the bankruptcy system. Much
of the literature merely suggests that there is a problem with repeat bankruptcy filers but
little empirical research has actually been conducted. The first section of the literature
review will discuss a number of factors that researchers and bankruptcy professionals
suggest may lead to filing consumer bankruptcy. The second section of the literature
review will focus on the few research stud ies that have been conducted on repeat
bankruptcy filing.
Factors Leading to Consumer Bankruptcy

When considering which factors contribute to bankruptcy filings, a natural
conclusion is that consumers are spending irresponsibl y. Research on consumer
bankruptcy has shed some light on other factors that may trigger a bankruptcy filing.
These circumstances include buyi ng more home than is affordable, use of home equity
loans, over-use of credit cards, inadequate insurance, unstable jobs and job loss, medical
expenses, variable incomes, marital break-up, and the cost of raising children
(Himmelstein, Warren, Thome, & Woolhandler, 2005; Lown & Rowe, 2003; SMR
Research Corporation, 2001; Sullivan eta!. , 1989; Sullivan, Warren, & Westbrook,
2000).
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In addition, cred it card issuers are granting credit to riskier borrowers who may
not be cred it wm1hy (Black & Morgan, 1999). Am id thi s willingness to lend, Americans
are now h o lding substantiall y more debt than a decade ago (Aizcorbe, Kennickell, &
Moore, 2003). Getter (2003) conc lu ded that consumer delinquenc y problems are mainly
the result of unexpected negative events that neither lender nor borrower anti cipate such
as declines in household wealth or future income. Wan·en and Tyagi (2003) suggested
that the addi tion of a ch il d is one of the best predictors of famil y financial problems.
Other research has indicated that househo lds with no children face the least risk of
financia l co llapse while families with chi ldren are at more than double the risk (Warren,
2002). Evans -(2004) found that the presence of children diminished the chances of
disc harge among debtors by 45.4%.
The rapid increase in bankruptcy filings may be affected by the prosperous state
of the American economy during most of the past two decades. Records for economic
growth , low unemployment, and low interest rates, were matched by record-high
bankruptcy fi lin gs. Amid a prosperous economy, high bankruptcy filing rates indicates
that many consum ers are filing for bankruptcy even though they could repay a substantial
portion of their debt (Congressional Budget Office, 2000; Zywicki, 2005).
In a survey conducted by the American Bankruptcy Institute ( 1996), experts
identified the primary causes of bankruptcy as ease of obtaining credit, loss of a job,
financial mi smanagement, medical problems, and marital/famil y problems such as
divorce. The declining social stigma of bankruptcy may also encourage filing (Zywicki,
2005). Other literature suggests that there may be macroeconomic factors that trigger
bankruptcies. Strong prosperous economies, low interest rates, and low unemployment
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rates may increase consumers' willingness to take on more financial risk which may
result in inability to repay debt when the business cycle turns down again (Lewis, n.d.) .

The Role of Repeat Filings in Bankruptcy Abuse

A survey of bankruptcy professionals conducted by the American Bankruptcy
In stitute ( 1996) confinned that abuse of the bankruptcy system is perceived as a problem,
but it is not rampant. Attorneys, accountants, academics, judges, trustees, lenders, credit
managers, and other bankruptcy professionals completed a survey covering a broad
spectrum of possible areas in need of reform. About 40% of respondents believed that
repeat filing by individual debtors is a significant problem. Debtor attorneys dismissed
repeat filings as a problem while almost two-thirds of creditor representatives, and more
than half of the judges, viewed repeat filing as a significant problem.
Courts are organized into districts and some states contain more than one district;
Williams (1997) suggested that it is possible there is wide variation in the extent of the
probl em of abuse among districts although there is no statistical evidence. On October 1,
2001, the United States Trustee Program launched the Civil Enforcement Initiative as
part of a continuing effort to improve the effectiveness of bankruptcy administration.
Among other concems, serial filers and substantial abuse were identified as important
emerging issues that present significant challenges to the bankruptcy system (Darling &
Redmiles, 2002).

10

Defining Repeaters
According to Weston (2004), repeat bankruptcy filers tend to fall into one of three
categories: chapter 7 repeat liquidators, chapter 13 repayment plan failures , and serial
filers. Repeat liquidators file chapter 7 every 6 years to discharge their unsecured debts.
Repayment plan failures are those debtors who file chapter 13 and do not complete their
repayment plan. When their case is dismissed , repayment plan failures may file chapter
13 again or convert to chapter 7 if they have not obtained a chapter 7 discharge in the
previous s ix years. These groups may have overl ap where debtors who are waiting out
the six years between chapter 7 discharges file chapter 13 and repeatedly fail to complete
their repayment plans. Weston defi ned serial fil ers as those who attempt to use
bankruptc y deliberately to thwart creditors ' attempts to collect, often with no intention of
comp leting their proposed repayment plan.
Sullivan eta!. (1989) defined a "true repeater" as someone who receives more
than one discharge of debt in bankruptcy. Us in g data directl y from the bankruptcy
petitions where filers are asked to state wheth er they have filed bankruptc y in the
previous six years, they found that about 8% of their sample ( 120 of I ,502) had filed a
prior bankruptcy petition. Because debtors did not always specify whether their previous
filing was a chapter 7 or 13 and whether they were dismissed or discharged, the
researchers could only identify "potential rep eaters" or those who filed previous
bankruptcies who may have received a di scharge. Nex t, Sullivan eta!. categorized filers
in to four groups: double-fil ers, chapter 7 non-repeaters, chapter 13 dropouts, and the
100% payers in chapter 13. There were 23 debtors whose circumstances caused them to
file twice (double-filers) in order to comp lete one discharge. Five debtors filed two
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bankruptci es in quick succession (chapter 7 non-repeaters) and did not receive a
second discharge. These debtors filed chap ter 7 within 2 to 6 years after their first filing,
thus barring them from a second discharge in chapter 7. Thirty-two debtors fi led a
second time in chapter 13 and were dism issed (chapter 13 dropouts) without a di scharge.
The last group of debtors were those who the authors labeled as not seeking a second
discharge. These debtors filed chapter 13 a second time tryi ng to pay 100% of their debts
(100% payers in chapter 13). There were 14 debtors who promised 100% repayment.
Whether these debtors succeeded or failed , they did not receive two discharges because
they were either di smissed from their bankruptcy or paid back I 00% of their debts and ,
therefore, were not considered repeat filers. Ultimately, 56 of the 1,502 (3.7%) debtors
co uld possibly have received two discharges and were classifi ed as potential repeaters
(Sullivan et al.). Few details were provided on the sociodemographic characteristics of
these potential repeaters. One lim itati on of this study was that data were co llected before
the five year chapter 13 payment lim it so outcomes of many of the repayment plans were
unknown. Further, the researchers limi ted their study to the six-year look back period
requ ired by the court for detem1i ning whether debtors are eligible to file chapter 7. Some
debtors may have filed more than 6 years previously so were not required to report a prior
bankruptcy. These debtors would appear to be one-time filers.
Norberg's ( 1999) research on bankruptcy filers in the Southern Mississippi
district considered whether multiple filings indi cate abuse. Results indicated that 28 of
71 (39%) of the sampled debtors filed one or more previous bankruptcy cases. One-third
(32.4%) of all debtors had filed only once prev iously. Of those debtors who filed only
one previous bankruptcy (23 of7 1), 65.2% (15 of23) filed chapter 13 while the
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remaining 24.8% (8 of23) filed chapter 7. Debtors who filed only one previous
bankruptcy were significantly more likely to achieve a discharge. Only five debtors (7%)
reported having filed more than one previous bankruptcy. All five of these debtors filed
their previous cases in chapter 13 and none received a prior discharge. Norberg
conc luded that the filing of a single previous case was not an indicator of abuse, while
multiple prior bankruptcies may be a strong indicator. While Norberg's research reported
data on repeaters, this was not the focus of the study.
Only one empirical study was found that specifically focused on repeat filers and
compared repeat petitioners to one-time petitioners (Strand et al. , 1994). Data were
collected in one Canadian province (Manitoba) and one U.S. state (Iowa) from randomly
selected bankruptcy records and a survey of debtors. The sample consisted of 150 total
respondents; 14% of debtors at each location had filed previously. Repeat petitioners had
lower mean monthly income, lower monthly expenses, lower mean value of total assets,
lower mean value of secured debt, and lower mean values of unsecured debt compared to
first time filers. While financial characteristics differed between repeat and one-time
petitioners, sociodemographic characteristics were similar with the exception that second
time filers were older (Strand et al.).
As the American Bankruptcy Institute survey ( 1996) suggests, repeat bankruptcy
filing is a concern for many bankruptcy professionals. Previous research concludes that a
relatively small percentage of bankruptcy filers actually repeat. Sullivan and colleagues
( 1989) were unable to determine a precise number of actual repeaters because the
bankruptcy documents were incomplete and the three to five year time period for chapter
13 repayment plans left some cases still pending. Yet many bankruptcy professionals
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believe that there is a problem with repeat filings. Although no research quantifies the
extent

to

which repeat filers over-use the bankruptcy system, the ABI study (1996)

confirms that there is considerable concern among bankruptcy professionals on the issue.
This study is unique because it utilizes a twenty-year time frame and a much
larger sample than prior studies. Bankruptcy petitioners are asked to report on their
petition if they have filed bankruptcy in the previous six years. This question cou ld be
overlooked or ignored or the debtor might give incomplete infonnation about prior filings
(Su lli van et al., 1989). This study takes advantage of a court electronic case filing system
to track previous bankruptcy filings by the Social Security number of the filer, revealing
all bankruptcy petitions filed in this district under that number. Tracking Social Security
numbers reduces but does not completely eliminate the problem of incomplete
information on other filings because debtors could have filed previously in other court
districts.
Problem Statement and Purpose of Study

F01iy percent of bankruptcy professionals surveyed by the American Bankruptcy
Institute (1996) identified repeat bankruptcy filers as a problem. The United States
Trustee Program included serial (repeat) filings and abuse of the system among the issues
that present significant challenges to the bankruptcy system (Darling & Redmiles, 2002).
Few studies have focused on repeat filers or the extent to which they are abusing the
system. This study examined those debtors who filed for bankruptcy more than once in
twenty years in one federal bankruptcy court district. The purpose of this study is to
describe the incidence of repeat filers in Utah and estimate the extent that repeat filers
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may be abusing the bankruptcy system. This study sought to develop a profile or
demographic and financial picture of repeat filers. Demographic and financial variables
were examined to detem1ine their association with abuser/non-abuser status. Results of
this study should enhance our understanding of the growing number of bankruptcy filings
and contribute to information about repeat filings that may be useful for guiding
bankruptc y po licy at the national level and practices at the district level.

15
CHAPTER III
METHODS

This study focused on repeat filings to dete1111ine the extent to which repeat filers
appear to be abusing the bankruptcy system. For purposes of this study, repeat filers are
debtors who filed for bankruptcy two or more times in the federal bankruptcy district of
U tah during the 20-year period (1984-2004). The 20-year period is used because it is the
longest time frame a_vailable to view the bankruptcy records over the PACER/Electronic
Case Filing System (ECF). This system includes all of the bankruptcy files for the
district of Utah, and can be viewed via the lntemet. The United States Bankruptc y Court
chief judge for the district of Utah, the honorabl e Glen E. Clark, granted free access to
the PACER system.
Population and Sample

This stud y used the same sample as a previous study that developed a profile of
bankruptcy filers in Utah in 1997 (Lown & Rowe, 2003). Their study systematically
selected every tenth case from the 12,055 debtors who filed for bankruptcy in the federal
district of Utah in 1997. Financial, employment, family, and sociodemographic variables
were collected and drawn directly from the bankruptcy court records through the
PACER/Electronic Case Filing System (ECF) for the 1997 filing year.
The sample consisted of2,567 bankruptc y petitioners who filed for bankmptcy in
Utah in 1997. Social Security numbers were used to track the filing history of debtors .
Social Security numbers were drawn from the voluntary petitions of the sample of 1997
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debtors. Social Security numbers were then entered into the PACER system to identify
all bankruptcy filings associated with that number. The researcher completed Utah State
University's Institutional Review Board human subjects training, and confidentiality
measures were taken to assure that Social Security numbers and all other personal
infonnation remained private.
When seeking bankruptcy court protection, debtors may file a joint petition or file
alone. According to the Bankruptcy Code (see II U.S.C. § 302),joint filing is reserved
for married couples. Only debtors who filed with the same filing status across the entire
20-year period were included in the analysis. Debtors whose filing status stayed the
same, were married, or filed alone each time they filed during the 20-year period.
Debtors whose fi ling status changed during the 20-year period were excluded because of
the significant role that finances play when marital status changes. Although a married
person may file alone, a change of filin g status between joint and individual suggests a
change in marital status with accompanying financial upheaval.
There were 25 instances where debtors filed twice in 1997 and both of their
filings appeared in the 1997 sample. To address this problem, because both cases have
the same filing history and would therefore contain similar data, one of the double
sampled filings was removed from the sample. An additional 20 cases were removed
from the sample because of discrepancies or missing information on the files that did not
allow for tracking the filing history of the debtor. For example, a missing digit in the
Social Security number would not allow the researcher to use the number to search for
previous and subsequent filings. After removing the debtors whose filing status (filing
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alone vs. joint) did not stay the same throughout the 20-year period (328 cases) and
these 45 cases, the final sample consisted of 2,194 bankruptcy petitions filed in Utah in
1997.
Debtors are asked to document on their petition if they moved within the two
years immed iately preceding their bankruptcy filing. If so, they are required to list all
addresses during that period. In order to estimate geographic mobility of the samp le of
debtors, a random sample of I 00 cases was drawn from the 1997 sample and information
on previous residency was co ll ected from the fil es. Six out of the I 00 cases reported
havi ng lived outside the state of Utah prior to their 1997 filing. Thirty-nine of the cases
reported a previous residence within Utah and 51 cases reported no previous residence.
The four remaining cases were missing the documents containing residency information.
The Census Bureau (2004-2005) reported that in the year 2000, 49% of Utah's population
lived in the same house in 1995, 9% li ved in a different house in the same state, and 12%
li ved in a different state in 1995. Mobility remain s a concem and limitation of this study,
but co nsidering that nearl y 60% of Utah's population did not move in to or out of the
state between 1995 and 2000 it is possibl e that most of the sample had not filed
bankruptcy in other court districts.
Conceptual Framework

In this study, abuse of bankruptcy was characterized only by the number of times
a debtor filed for bankruptcy. Based on information provided by a court trustee about the
definition of abuse used in the Utah bankruptcy district (Anderson, personal
communication, July 8, 2004), debtors with three filings in a two-year period or less were
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classified as abusers. Debtors with four or more filings across the 20-year period were
also classified as abusers. Non-abusers were defined as debtors who filed only once as
well as debtors who had two and three scattered filings over the 20-year period.
While the literature has identified repeat or serial filers as abusers of the
bankruptcy system, there is no accepted definition regarding the number of filings that
marks the boundary between legitimate and abusive filings. Although Darling and
Redmiles (2002) identified the problem of repeat filers and describe a couple of
egregious examples, they did not provide a definition. Based on the definition of repeat
filing abuse in this district, abusers were defined as debtors who filed three times in a
two-year peri od or less and debtors with four or more filings.
Data and Instrumentation

Bankruptcy petitioners are required to report on their petition, or application for
bankruptcy, whether they have filed for bankruptc y in the previous six years. This six
year look back period is designed to prevent debtors who previously received a chapter 7
discharge from receiving a second discharge in less than six years as required by the
Bankruptcy Code. It is expected that some of this infom1ation will be incomplete, as
petitioners may not report previous filings (Sullivan et al., 1989). Therefore, the PACER
system was used to search by Social Security number for all cases filed in this district
between 1984 and 2004 for each debtor in the sample. Court documents are scanned into
a computer and made available to view over the Internet. The researcher had to comb
through up to 30 pages of paperwork to find information on characteristics of debtors .
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Independent Variables
Independent variables include financial and demographic variables. Sullivan et
al. (1989) included items such as secured and unsecured debt levels, mortgage amounts,
occupation of filer, job tenure of filer, and income levels in describing the bankruptcy
filers in their study. Based on data available in the court files and previous research, the
independent variables included whether they filed chapter 7 or chapter 13 in 1997 ( 1997
chapter), filing status (male, female , or joint), marital status, household size (number of
dependents), secured debt level, unsecured debt level, monthly income, and monthly
expenses. Many other demographic variables would be of interest but data in the
bankruptcy files are limited to only court required information directly pertaining to
debts. For example, filers are not required to report their level of education, marital
history, medical coverage, or age on the forms (only one third of the filers actually
reported infom1ation on age). The following is a description of how each variable was
operationalized.
1997 chap1er. ln the bankruptcy files viewed through the PACER system, the
documents clearly specify if the debtor filed chapter 13 or chapter 7. Chapter 7 was coded
as 1 and chapter 13 was coded as 2.
Filing status. Debtors fall into two filing status categories: individual or joint
filers. When viewing the files through the PACER system, the name(s) of the debtor(s)
are shown. When there were two debtors listed, the filing status was coded as joint.
When there was a single name the filing status was coded as an individual. Best guesses
for gender were based on the name and occupation of the fi ler. Filing status was then
assigned to one of three categories: couple (joint filers), male (males filing alone), and
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fema le (fe m ales filing alone). Males were coded as one, females were coded as two,
and co uples were coded as three.
Marital slaws. The marital status of debtors was coded in three categories:

married , divorced, and single. All joint filers were assumed to be married based on the
requirement of the Bankruptcy Code. Individuals filing alone could be of any marital
status. MatTied debtors are those who reported on the bankruptcy files that they were
married as well as those who reported that they were separated . Married and separated
debtors were combined into one category because preliminary analysis of the economic
profiles of married and separated debtors indicated that separated debtors were more like
matTied debtors than si ngle debtors (Evans, 2004). Divorced debtors are those who
indic ated on their petition that they were divorced. Single debtors are a combination of
those who reported being single and those who reported being widowed. These two
categories were combi ned because widowed debtors were few in number and are neither
divorced nor married. Married debtors were coded as one, divorced debtors were coded
as two, and single debtors were coded as three. There were also too few separated debtors
to be their own category.
Household size. Household si ze was calculated by counting the number of

debtors on the petition and adding to that the number of dependents listed in Schedule I
of the Statement of Financial Affairs (Evans, 2004). Household size values were grouped
in three categories: one-to-three, four-to-six , and seven-to-eleven. Household sizes of
one-to-three were coded as one, four-to-six as two, and seven-to-eleven as three. The
largest household size reported in the sample consisted of eleven persons .
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Secured debt level. On ScheduleD of the Statement of Financial Affairs,
debtors report their secured debts. Secured debt is any debt that is "secured" by some
sort of collateral. Mm1gages and auto loans are examples of secured debts. Debtors list
all their secured debts and a total dollar value of sec ured debt is shown in the files. This
variab le was continuous since there was a wide range of dollar values reported by the
debtors in the sample.

Unsecured debt/eve/. Debtors report their unsecured debts in Schedules E and F
of the Statement of Financial Affairs. Unsecured debts are debts such as credit card debt
and medical debt that have no co llateral. The unsecured debts li sted on Schedules E and
F were totaled and the dollar values were reported . This is also a continuous variable
cons idering the wide range of dollar values reported .

Monthly income and expenses. Debtors report their monthly income at the time of
filing on Schedule I of the Statement ofFinancial Affairs. Monthl y expenses are reported
on Sched ul e J of the Statement of Fin ancial Affairs. Expenses include all monthl y
ob li gation s to lenders, utili ty com panies, insurance, food clothing, etc. Monthly income
and monthl y expenses are also continuous variabl es.

Dependent Variable
The dependent variable is whether the filer is an abuser or non-abuser based on
the number and pattern of filings. Debtors were sorted into one of four categories: one or
two filings , three filings spread over more than two years, three filings in two years or
less, and four or more filings (Figure 1). Debtors in the first two groups, with one or two
and three total filings in more than two years were be classified as non-abusers.
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Figure I. Framework for sorting filers.

Debtors with three filings in a 2-year period or less and debtors with four or more
filings were classified as abusers.
Data Analysis

The statistical analysis began by calculating descriptive statistics for abusers and
non-abusers in order to profile the two groups. Comparisons were also made to national
data. Analysis continued by establ ishin g bi variate relationships between the independent
variables and the dependent variab le. The I tests were used to compare abusers and nonabusers on continuous variables such as income and debt levels. Chi-square analyses
were used to evaluate whether abuser/non-abuser status is independent of each
categorical variable. Because the dependent variable was dichotomous, logistic
regression was the appropriate analysis. The logistic regression model was built using a
"backward elimination" approach, starting with the " full model" containing all
independent variables. At successive steps, new models were computed by eliminating
the independent variable that was the least significant in its association with the
dependent variable: abusers versus non-abusers. Changes in model fit were tested using a
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Chi-square test for the net effect of having removed the variable. The final model
contained all independent variables that remained significant in the presence of all other
variables in the model.
Odds ratios (OR) from logistic regression for independent variables which have
extremely large ranges (such as these financial variables ranging in the tens of thousands
of dollars) are not meaningful because the OR gives an estimate of the effect of changing
the independent variable by one unit on the scale. The effect of a one dollar change on
any of these financial variables would have a non-existent impact on the outcome.
Therefore, in order to make a more meaningful test for the impact of the financial
variables on abuser versus non-abuser status, each was dichotomized into values above
versus below the median level for this sample. Secured debt was dichotomized into 0
through $11,153, versus $11 ,154 through the highest value. Unsecured debt was
dichotomized into 0 through $16,238, versus $16,239 through the highest value. Monthly
income was dichotomized into $46 through $1 ,587, versus $1,588 through the highest
value. Monthly expenses were dichotomized into $41 through $1,495, versus $1 ,496
through the highest value. This approach provides an estimate of the unique effect of
each independent variable in tem1s of the entire group of independent variables and their
association with the dependent variable. Abusers, one-time filers, and other repeat filers
were compared based only on descriptive statistics to determine the general differences
among the three groups. No further analysis was conducted with these three groups.
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CHAPTER IV
RESULTS

This chapter begins with a description of those debtors who appear to be abusing
th e bankruptcy system through repeat filings. Bankruptcy filers were sorted into one of
four categories: one-to-two filin gs, three filings spread over more than 2 years, three
fi lings in 2 years or less, and four or more filings. Debtors with one-to-two and three
total filings in more than 2 years were c lassified as non-abusers. Debtors wi th three
filings in a 2- year period or less and debtors wi th fo ur or more filin gs were classified as
abusers.
While there are many ways to take advantage of the bankruptcy system (Darling
& R edmiles, 2002), this study determined potential abuse based only on the number of
bankruptcy petitions filed by debtors in the federal di strict of Utah between 1984 and
2004. To begin, debtors were so rted into two categories, abusers and non-abusers and
desc ripti ve stat istics are reported . Fo llowing thi s descriptive illustration, demographic
and financial characteristics of the two grou ps are compared using I test and chi-square
statistics. Finally, results of the logi stic regression model , developed to estimate the
effect of key independent variables on the odds of being an abuser, are presented.

A Profile of Repeat Filing Abusers

This section describes so me demographic and financial variables for those repeat
filers who appear to be abusing bankruptcy b y filin g repeatedly. Demographics included
filing status (male filing alone/female filing alone/joint filers) , marital status, and
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household size. An age variabl e was also used, but only 63 of the 235 abusers (26.8%)
repot1ed their age in the bankruptcy files . Age data are included in this descriptive
section of the analysis but, because there are so many missing values, age is excluded
from further analysis.
Debtors with one or two and three total filings in more than two years were
classified as non-abusers. Debtors with three filings in a two-year period or less and
debtors with four or more filings were classified as abusers. The total number of abusive
repeat filers in the sample was 235 (I 0.7%) out of 2,194 filers. There were 171 (72.8%)
abusers who filed chapter 13 in 1997 and 64 (27.2%) who filed chapter 7. The majority
(76.2%) of the abusers were dismissed from their 1997 filing while only 24% received a
discharge of their unsecured debts. Table I illustrates the case outcomes of the abusers by
chapter fi led in 1997. Only five (2.9%) of the 171 abusers who filed chapter 13 in 1997
comp leted their payment plan and received a discharge of their debts. There were 64
abusers who filed chapter 7 in 1997, 51 of whom received a di scharge of their unsecured
debts.
Few of the chapter 7 cases were dismissed but when comparing the chapter 7
dismissals of abusers and non-abusers, abusers were dismissed in chapter 7 at a much
higher rate (20.3%) than non-abusers (4.9%, see Table 1). Completing chapter 7
liquidation is much less rigorous than completing a three-to-five year chapter 13
repayment plan. A chapter 7 discharge of unsecured debts may take as little as three
months.
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Table I

Abusers a nd Non-Abusers: 1997 Chapter by Outcome (n=235)
Chapter filed
in 1997
Abusers
7
13
Non-Abusers
7

13

Discharged
Total

ll

(%)

Dismissed
n(%)

64 (100%)
171 (100%)

51 (79.7%)
5 (2.9%)

13 (20.3%)
166(97.1%)

1,360 (100%)
599 (100%)

I ,293 (95. 1%)

67 (4.9%)
372 (62.1 %)

227 (37.9%)

Demographic Variables
Demographic variables included filing status, marital status, and household size.
Demographics are limited to data available from the bankruptcy files. While other
demographics such as occupation, marital and employment history, and race/ethnicity
would be of interest to researchers , these data are not available in the court files.
Frequenc ies and percentages are shown in Table 2 for the categorical demographic
variables.

Filing slaws. Filing status is an important factor in describing a bankruptcy filing.
There is a distinct difference between filing alone and not being married. A debtor who
files alone may actually be married at the time of filing but for many reasons may chose
not to include their spouse in the bankruptcy. As indicated previously, this study included
only those debtors who filed with the same filing status each time. In the 1997 sample,
29.6% of debtors were males filing alone, 31.8% were females filing alone, and 38.6%
were joint fi lers. Joint filers made up s.lightly more than half(58.9%) of all the abusers.
Debtors who filed alone made up 41.0% of the samp le. Single filers were sorted by
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Table 2

Demographic Characteristics of Abusers (n =235)
Variable
Filing Status
Joint filer
Male filing alone
Female filing alone
Marital Status
Married
Divorced
Single
Household Size
I thru 3
4 thru 6
7 thru !0

Frequency

%

129
45
45

58.9%
20.5%
20.5%

!52
31
45

66.2%
13.6%
20.2%

120
98
II

52.4%
42.8%
4.7%

gender. Interestingly, the number of male and female abusers was equal at 45, each
representing 20.5% of abusers (see Table 2).

Marital status. Debtors who reported being married on their 1997 petition made
up 66.2 % of the abusive repeat filers. Debtors who reported being divorced and single
made up 13.6% and 20.0% of abusers, respectivel y. Because marital status data for both
the state and national level are not avai lable for the year !997; these results were
compared to the 2000 Census. In the year 2000, 64.2% of the Utah adult population was
married, 8.1% were divorced, and 27.9% were single (never married). The 2000 Census
also reports that on the national level 52.5% of the population was married, 9.8% were
divorced, 23 .9% were single (never married), and 6.8% were widowed (U.S. Bureau of
the Census, 2000). It is possible that some debtors indicated their marital status as single
even though they were divorced, separated, or widowed.
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A cross-tabulation of marital status and filing status of abusers revealed that
nine married males filed alone and two married females filed alone in 1997. Of the 31
divorced filers, 14 were males filing alone and 17 were females filing alone. Of the 45
debtors who rep01ted their marital status as single, 19 were males filing alone and 24
were females filing alone.
Household size. The average household size for the sample of abusive repeat
filers was 3.47 persons per household. The average household size in the state of Utah
was 3.19 according to the 2000 Census while the average household size in the United
States was 3. 13 (U.S. Bureau of the Census, 2000). More than (52.4%) of the abusers
had households of one to three persons at the time of the 1997 filing. A large portion of
abusers (42.8%) reported having four to six people in their household, but only 4. 7%
reported having a household between seven and ten persons in 1997 (see Table 2).
A cross-tabulation of hou sehold size and marital status of abusers revealed that 49
(32.2%) of the 152 married filers had household sizes of one-to-three, 92 (60.5%)
reported between four and six household members, and 11 (7.2%) listed between seven
and ten persons (see Table 3). Joint filers may be expected to report a minimum
household size of two but some may be technically married and living alone . Of the
divorced abusers, 83.9% (26 of 31) had a household size between one and three, 16.1%
(5 of 31) reported four-to-six persons. No divorced filers reported a household size
between seven and ten. With one exception , single filing abusers listed household sizes
between one and three persons. One single filer reported a household size of five
persons. The majority of single filers (30 of 44) were the only person in their household.
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Table 3
Abusers: Household Size by Marital Status 1997

Household size in
1997
I thru 3
4 thru 6
7 thru 10

Married
49 (32.2%)
92 (60.5%)
II (7.2%)

Divorced
26 (83.9%)
5 (16.1%)

Single
44 (97.8%)
I (2.2%)

Age of Filer. As mentioned, data on age are limited in the bankruptcy files. Only

63 of the 235 (27 %) abusers indicated their age. Based on the limited data available, the
mean age was 35.3 years. The minimum and maximum age of abusers was 21 years and
56 years respectively. Utah has the lowest median age in the U.S. (27 .I), considerably
less than the median age of the U.S. population, which was 35.9 according to the 2000
census (U.S. Bureau of the Census, 2000).

Financial Variables

The financial variables will enhance the understanding of the financial situations
of debtors who appear to be abusing the bankruptcy system. Financial variables included
secured and unsecured debt levels, monthly expenses, and monthly income, all of which
are continuous variables reported in dollars. Means, medians, standard deviations,
minimum values, and maximum values are reported for the financial variables and are
reported in Table 4.
Secured debt. As shown in Table 4, the mean and median values of secured debt

among abusers were $56,581 and $15,982, respectively. There were 20 abusers who
reported zero secured debt and 14 instances of missing data on secured debt. Minimum
and maximum values were zero dollars and $132,800, respectively (see Table 4).
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Tab le 4
Financial Characteristics of Abusers (n=235)
11

Variable
Secured debt
Unsecured debt
Monthly income
Monthly expenses

(%of abusers)
221
(94%)
229
(97%)
229
(97%)
228
(97%)

Mean
(Median)
$56,581
(15,982)
$19,204
(13,670)
$2,147
(2,003)
$1 ,829
(I , 700)

Standard
deviation
I 08869.59

Minimum
$0

Maximum
$132,800

20957.46

$0

$163,806

1098.53

$152

$6,517

892.38

$41

$5,480

Of the debtors who reported having some secured debt, the minimum value was
$150. Including only those abusers with some level of secured debt, the mean was
$56,265, while the median was $19,241.
Unsecured debt. The mean value of unsecured debt among abusers was $19,204
whi le the median value was $13,670. Minimum and maximum values are zero dollars
and $ 163.806. respectivel y (see Tab le 4). There were six instances of missing data on
unsecured debt and four debtors reported zero unsecured debt. Of the debtors who
reported having unsecured debts, the minimum value was $623. Including only those
with some level of unsecured debt, the mean was $19,546, while the median was
$13,877.
Monthly income. Debtors are required to report their monthly income at the time
that they file for bankruptcy. Table 4 shows the mean monthly income of abusers was
$2,147 while the median was $2,003. Minimum and maximum values were $152 and
$6,517, respectively. Median household income for the state of Utah according to the
2000 Census was $3,810 per month while the median monthly household income of the
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U.S . population was $4,284 (U.S. Bureau of the Census, 2000), a difference of$474.
Joint fi lers are likely to have two incomes resulting in higher income of abusers. There
were 84 of 129 (65.1 %) joint filing abusers who reported having dual incomes.
Monthly expenses. Debtors must report their monthly expenses as part of the

bankruptc y filing process. The mean and median dollar figures of monthly expenses for
abusers were $1 ,829 and $1,700, respective ly. Minim um and maximum values were $41
and $5,480 respectively (see Table 4). High monthl y expenses may possibly be
attributed to filers who were small business owners.

Small Business Owners

Although one might expect that debtors filing chapter 7 or 13 are filin g for
personal b ankruptcy, Sullivan et al. ( 1989) reported that one in five of their sample were
self-emplo yed or small business owners eith er prior to or at the time of their bankruptcy
fi li ng. Because debtors who own small businesses may have very different financial
circumstances than other debtors, the sampl e of abusers was examined to determine
which debtors, if any, were small business owners. The 1997 bankruptcy files include
some infom1ation on employment status. Of the 235 abusers, 19 (8%) reported on their
bankruptcy petition that they owned a small business. Monthly expenses, monthly
income, unsecured debt, and secured debt levels of the abusers owning small businesses
are reported in Table 5.
As might be expected, the median secured debt level for small business owners
was substantiall y higher ($108,799) than th e median debt level for the rest of the abusers
($22,799). The median unsecured debt leve l of abusers owning small businesses was
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Table 5

Financial Characteristics of Abusers: Small Business Owners (n=19)

Variable
Secured debt
Unsecured debt
Monthly income
Monthly expenses

Mean
(Median)
$114,386
(108,799)
$25 ,012
(18,703)
$3,079
(2,430)
$2,600
(2,116)

Standard
deviation
101,647

Minimum
$0

Maximum
$315,466

19,862

$3,694

$67,718

1,826

$461

$6,517

1,551

$41

$5,434

$18,703 while the median for the rest of the abusers was $13,215. Abusers owning small
businesses also had slightly higher monthly incomes and monthly expenses than the rest
of the abusers (see Table 5).

Demographic Comparisons

The chi-square test of ind epend ence revealed a significant association between
abusers, non-abusers, and chapter filed in 1997(p::; .001, Table 6). The percent of
abusers filing chapter 7 was 4.5%, while 22.2% of those filing chapter 13 were
categorized as abusers. Results of the chi-square test indicate that filing status and abuser
status were not independent of each other (p ::; .001 ). The percent of abusers who filed
joint petitions was 16.2% as compared to 7.4% males filing alone and 6.8% females
filing alone.
Marital status results indicate that abusers were more likely to be married (p ::;
.001 ). As Table 6 indicates, 66.2% of abusers were married whil e 13.6% were divorced
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Tab le 6

Chi-Square Test Results for Abusers and Non-Abusers

Chapte r
7
13
Filing S tatu s
Joint
Ma le
Fema le
Mari tal Status
Married
Divorced
Single
Household Si ze
1 thru 3
4 thru 6
7 thru!O

Chi-square
(£-value)

Tota l

Abusers

Nonabusers

1,424
770

64 (4.5%)
171 (22.2%)

1,360 (95.5%)
599 (77.8%)

797
609
658

129 (16.2%)
45 (7.4%)
45 (6.8%)

668 (83.8%)
564 (92.6%)
61 (93 .2%)

i

=

1,099
385
668

151 (13.7%)
3 1 (8. 1%)
46 (6.8%)

948 (86.3 %)
354 (91.9%)
622 (93.1%)

i

=

1,371
716
65

120 (8.6%)
98 (13.7%)
II (16.9%)

1,251 (91.2%)
618 (86.3 %)
54 (83.1%)

i

=

i

=

163.961
p s; .001

42.651
p s; .00 1

23.803
p s; .001

[!_

23.803
<.001

and 20.2% were single. Results of chi-squ are tests of hou sehold size indicated that
abuser status and househo ld size were not ind ependent of one another (j) s; .001 ). Joint
fi lers were most likely to have larger househo ld sizes than single fil ers and joint fil ers
were more likel y to be abusers.
Financial Comparisons

The t test for equal ity of means revealed th at the mean value of secured debt of
abusers and non-abusers was significantly different (p = .041, Table 7). The t tests of
significance showed that the mean (and standard deviation) secured debt for abusers was
$56,58 1 (SD

= $ 108,869) while the mean valu e for non-abusers was $40,960 (SD =

34
$86,616). The mean difference of unsecured debt between abusers and non-abusers

was a lso significantly different (p = .000). The mean value of unsecured debt for ab users
($19,546, SD

=

20957.46) was less than the unsecured debt level for non-abusers

($34,491, SD = $138,013). The mean values for monthly income of abusers and non-

abusers were significantly different (p = .000). Abusers had a higher mean monthly
income ($2 , 147, SD = $1 ,098) than non-abusers ($1 ,726, SD = $1 , 139). The mean
difference of monthly expenses of abusers and non-abusers was significantly different (p

= .005 ).

Mean monthly expenses reported by abusers was $ 1,829 (SD

=

$892) whi le the

mean reported by non-abusers was $1 ,649 (SD = $911 ).

Tab le 7
1 Test

Significance Levels for Abusers and Non-Abusers

Variable
Secured debt

Unsecured debt

Monthly Income

Monthly Expenses

Abuser
mean
(median)

Non abuser
mean
(median)

(SD)

(SD)
$40,960
(11,000)
(86,616)
$34,49 1
(16,627)
(138,013)
$1,726
(I ,528)
(1,139)
$1,649
(1,468)
(911)

$56,581
(19,241)
(108 ,869)
$19,546
(13,877)
(20,957)
$2,147
(2,003)
(1,098)
$1,829
(I' 700)
(892)

P-value

Effect size

= 041

0.18

p ::;;.001''

-0.11

p ::;;.001'

0.37

= .oo5'

0.20

p

p

Note. t tests are calculated using the "separate var iance' ' formula fort-tests, if the homogeneity of variance

test indicated significantly different variances, and using the "pooled variance" t-test formula otherwise.
"equa l va riances assumed · · equal variances not assumed
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Logistic Regression Model

Using the backward eliminati on approach, the full logistic regression model
began w ith all independent variables: 1997 chapter, filing status, marital status,
household size, secured debt, unsecured debt, monthly income, and monthly expenses.
The first variable removed was household size (p = .824) followed by monthly expenses
(p = .800), and marital status (p = .738). The final variable removed was secured debt (p

= .123). Th e fin al model incl uded filin g status, chapter, unsecured debt, and monthl y
income (Table 8).
As Table 8 indicates, joint filin g status was the reference category, and males
filing alone were less likely to be abusers (OR = 0.566, 95% CI: 0.3 77-0.850) as were
females filing alone (OR = 0.560, 955 CJ: 0.371-0.844). Those who filed chapter 13 in

Table 8
Logistic R egression Mode/for Predicting Abuse

Variable
Filing status
(Joint)
Male
Female
Chapter
(7)
13
Unsecured debt
(< median)
> median
Monthly income
(< median)
> median
( ) indicates reference group

df

95 % confidence
intervals
Low
High

Significance

Odds ratio

.006
.006

.566
.560

.377
.371

.850
.844

.000

4.775

3.436

6.635

.047

.728

.532

.995

.003

1.755

1.210

2.547
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1997 (OR = 4. 775, 95% CI: 3.463-6.635) were nearly five times as likely to be abusers
compared to chapter 7 filers. For unsecured debt, the reference category was having a
debt leve l below the median. Filers who had debt levels above the median unsecured
debt leve l were less likely to be abusers (OR= .728, 95% CI: .532-.995). Filers who had
incomes a bove the median were almost twice as likel y to be abusers (OR= 1.755 , 95%
CI: 1.21 0-2 .54 7).
Comparison of Ab users, One-Time Filers, and Other Repeaters

Abusers were compared to debtors who fil ed only one bankruptcy and debtors
who filed more than one bankruptcy but did not meet the definition of abuser. In this
sec tion, debtors who filed more than one bankruptcy but were not considered abusers will
be refened to as " repeaters." Demographic variables for these three groups are shown in
Tab le 9 and financial variables are shown in Table 10. The total number of one-time
filers m ade up 66.1% of th e sampl e (1 ,451 of2, 194). Repeaters comprised 23 .3% and
abusers comprised I 0. 7% of the total sampl e.

Filing Status

Fi ling status of one-time filers was almost equally distributed among the three
categories; 31.2% were joint filers, 30.2% were males filing alone, and 32.7% were
females filing alone. For the repeaters, 42.3 % of the debtors filed joint petitions and
males and fema les filing alone fil ed at similar rates (see Table 9). More than half of the
abusers (58.9%) filed joint petitions.
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Marital Status

Close to half(4 7.1 %) of the one-time filers indicated that they were married on
their !997 bankruptc y petition. Single and divorced filers made up 32 .2% and 19.2% of
one-time filers respectively. Almost half(52 .2%) of the repeaters were married while
15.0% were divorced and 30.3% were si ngle. The majority (66.2%) of abusers were
married , 13. 6% were divorced, and 20.2 % were si ngle.

Househ o ld Size

One-tim e filers, repeaters, and abusers had comparable representation in
household si ze but abusers appear to have larger household sizes. As shown in Table 9,
65.6% of one-time filers, 58.9% of repeaters, and 52.4% of abusers indicated a household
size between one and three persons. Comparable values for the other household size

Table 9
Demographic Characteristics of One-Time Filers, RepeaTers, and Abusers (N=/,194)

Variab le
Total
Filing status
Joint filer
Male filing alone
Female filing alone
Marital status
Married
Divorced
Single
Household size
1 thru 3
4 thru 6
7 thru 10
11

One-time filers
N (%)
1,451 (66.1%)

508 (23.3 %)

Abusers
N (%)
235 (10.7%)

453 (31.2%)
438 (30.2%)
475 (32.7%)

215 (42.3%)
126 (24.8%)
138 (27.1%)

129 (58.9%)
45 (20.5%)
45 (20.5%)

683 (47 .1%)
278 (19.2%)
468 (32.3%)

265 (52.2%)
76 (15.0%)
154 (30.3%)

152 (66.2%)
31 (13 .6%)
45 (20.2%)

952 (65.6%)
440 (30. 3%)
37 (2 .5%)
2 (0.1 %)

299 (58.9%)
178 (35.05)
15 (3.0%)

120 (52.4%)
98 (42.8%)
11 (4.7%)

Repeaters
N(%)
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Categories are shown in Tab le 9. Two one-ti me fi lers had households consisting of 11
persons.

Secured Debt
Table 10 compares one-time filers, repeaters, and abusers by financial variables.
Mean and med ian sec ured debt levels for one-time filers, repeaters, and abusers were
$41 ,74 3, $56,3 51, and $56,48 1 respectively. Mean and median values were calculated
onl y fo r those who reported having some level of sec ured debt. Median values were also
similat· between the three groups; one-time filers had the lowest at $ 13,933. One-time
fi lers h ad lower secured debt levels than the other groups (see Table 9).

Unsecured Debt
Ab users reported much lower unsecured debt than repeaters and one-time filers.
Th e mean valu e for unsecured debt of abusers was $19,546 while the mean values for
one-tim e fil ers and repeaters were $30,876 and $34,066 respecti ve ly (see Table I 0).
Median val ues for repeaters ($13,452) and abusers ($ 13,877) were similar whi le one-time
fil ers had sli ghtly higher median values of unsecured debt at $18,005 . Mean and median
values were calculated only for those who reported having some level of unsecured debt.

Monthly Income
On their 1997 petition, one-time filers reported a lower mean monthly income
($ 1,680) than repeaters ($1 ,857). The mean monthly income of abusers was $2,147,
somewhat more than repeaters and one-time filers. Median monthly income values were
simi lar for one-time filers ($1 ,45 5) and repeaters ($ 1,644) and slightly higher for abusers
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Table 10

Financial Characteristics of One-Time Filers. Repeaters, and Abusers (N=2,194)

Variable
Secured debt
Unsecu red debt
Monthly income
Monthly expenses

One-time Filers
Mean
(Median)
$41,7 43
(13 ,933)
$30,876
(18 ,005)
$1,680
(1 ,469)
$ 1,632
(I ,455)

Repeaters
Mean
(Median)
$56,351
(20,518)
$34,066
( 13,452)
$1,857
(I ,664)
$1,70 1
(1,542)

Abuser
Mean
(Median)
$56,581
(19,241)
$19,546
( 13,877)
$2,147
(2,003)
$1,829
(I ,700)

(see Table I 0). Abusers reported having the highest mean monthly income compared to
one-time filers and repeaters.

Monthly Expenses
One-time filers , repeaters, and abusers report sim ilar mean values of monthly
expenses (see Table I 0). Mean valu es for monthly expenses were $1 ,632, $1 ,70 1, and
$1 ,829, respectivel y, for one-time fi Jers, repeaters, and abusers. Abusers had greater
mean and median monthly expenses than repeaters and repeaters had greater monthly
expenses than one-time filers.
Summary of Results

About II% of the total sample appeared to be abusing the bankruptcy system by
filing repeatedly. The majority (76.2%) of the repeat filing abusers were dismissed from
their 1997 filing whi le only 24% received a discharge of their unsecured debts. Only five
(2.9%) of the 171 abusers who filed chapter 13 in \997 completed their payment plan and
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received a discharge of their debts. The logistic regression model found chapter, filing
status, unsecured debt, and monthly income to be the most significant variables in
estimating abuse. Males and females filing alone are nearly 50% less likely than joint
filers to be repeat filing abusers. Chapter 13 debtors are nearly five times as likely to be
abusers when compared to chapter 7 debtors. Filers who had debt levels above the
median unsecured debt level were less likely to be abusers and filers who had incomes
above th e m ed ian were almost twice as likel y to be categorized as abusing bankruptcy
through repeat filings.
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CHAPTER V
DISCUSSION

This chapter first reviews the principal findings and conclusions of this study.
Findings are then addressed and discussed in terms of demographic and financial
characteristics of bankruptcy filers. Limitations of the study are presented. Conclusions
are drawn from the logistic regression results and policy implications discussed.
Recommendations are made for future research as well as policy and practice at the
district co urt level.
The principal finding of this study is that 10.7% (235 of2,194) of the sample
appeared to be abusing bankruptcy. Undoubted ly, some repeat filers have legitimate
reasons for repeat filing. However, this finding is consistent with the results of the few
previous studies of repeat filers. The American Bankruptcy Inst itute Report on the State
of the American Bankruptcy System ( 1996) suggested that abuse is perceived as a
problem by some professionals but that it is not considered rampant. Sullivan et al.
(1989) repot1ed that a small portion of the bankrupt debtors in their sample, perhaps only
5%, might be abusing the system. Norberg (1999) found only five debtors (7% of the
sample) had filed more than one previous bankruptcy.
The title of the bill to reform the Bankruptcy Code, the Bankruptcy Abuse
Prevention and Consumer Protection Act of 2005, presumes that abuse is a significant
problem. Some researchers and policy makers have suggested that debtors, creditors, and
professionals within the system are somehow taking advantage of each other and the
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public, and that the system suffers from fraud and abuse (American Bankruptcy
Institute, 1996; Berman! & Burke, 1999).
Another key finding is that out of the 171 abusers who filed chapter 13, only 5
(2.9%) of them completed their repayment plan and achieved a discharge of their
unsecured debts. Norberg ( 1999) also fou nd that the five debtors who filed more than
one prior bankruptcy filed previously in chapter 13 and none of them received a
discharge . Earli er research on 1997 filers in Utah fo und that 26.5% of chapter 13 debtors
who filed in 1997 comp leted their repayment plan (Evans, 2004). Interestingly, the
regression res ults indicated that abusers were nearly fi ve times as likel y to have filed
chapter 13 in 1997 comp ared to chapter 7. One interpretation of this very low discharge
rate amon g repeat abusers is that debtors who previously discharged their debts in chapter
7 may b e filing chapter 13 repeatedly, with no intention of completing a repayment plan,
until they can file a chapter 7 and discharge their unsecured debts again . Also, 20.3% (13
of 5 1) of the abusers who filed chapter 7 had their cases di smissed. Debtors who have
previously discharged their debts in chapter 7 cannot fil e another chapter 7 for six years,
so their only bankruptcy option is to file a chapter 13.
Demographic Characteristics

The results indicated that nearly 60% of repeat filing abusers filed joint petitions
with the remainder split evenly between males and females filing alone at 20% each.
According to the logistic regression results, the only significant demographic variable in
estimating abuse by repeat filing was the filing status of the debtor. Males and females
filing alone were nearly SO% Jess likely to be abusers compared to joint filers. In their
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samp le of bankruptcy filers, Sullivan, Wa1Ten, and Westbrook (2000) found that 28%
were women filing alone and 28% were men filing alone. Among single individuals in
this sample, males and females appear to file at equal rates. Roughly 66% of the abusers
were married while 14% were divorced and 20% were single. Married couples make up
64.2% of the Utah adult population compared to 52.5% nationally (U.S Bureau of the
Census, 2000).
It is difficult to make assumptions about debtors who filed repeatedly and whose
marital status may have changed. Sullivan eta!., (2000) found that it is the combination
of man·iage, divorce, and no remarriage that appears to correlate with financial ruin.
Individuals who experience divorce may have cause to file bankruptcy more than once
considering that their households are under emotional and financial stress. Changing
marital status is an imp011ant factor to consider when analyzing repeat bankruptcy filing
but is beyond the scope of this study. The exclusion of these repeat debtors from this
study may result in underestimating the extent of abuse by repeat filers.
Abusers appeared to have filed joint petitions, to have been married, and to have
larger household sizes. Compared to U.S. households (3.13 persons), on average, Utah
households are larger (3 . 19, U.S. Bureau of the Census, 2000). These three variables,
filing status, marital status, and household size, demonstrate some degree of
multicollinearity because joint filers are almost always married, resulting in a minimum
household size of two persons. Only 63 of the 235 abusers indicated their age on one of
their bankruptcy petitions. With what little data were available, the mean age of abusers
was 35.2 years whi le the minimum and maximum ages were 21 and 56 years
respectively. Previous research, although not focused on repeat filing or abuse of
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bankruptcy, found that the greatest number of bankrupt debtors were middle aged
category (Sullivan, Thome, & Warren, 2001).
Financial Characteristics

Previous research on repeat petitioners (Strand et al., 1994) found that they had
lower mean monthly income, lower monthly expenses, lower mean secured debt, and
lower mean un secured debt compared to one-t ime debtors. In the present study abusers
tended to have hi gher secured debt but lower unsecured debt than one-time filers.
Abusers probabl y discharged unsecured debts in previous bankruptcies resulting in lower
unsecured debt levels on their 1997 petitions. Debtors who reported having zero
unsecured debt were in an interesting situation because only unsecured debt can be
discharged in bankruptcy. All of the four debtors who reported zero unsecured debt fi led
chapter 13 in 1997. This leads one to believe that these debtors were filing bankruptcy
perhaps to halt a foreclosure process or cram down vehicle debt from the amount owed to
the va lue of the vehicle.
In addi tion , abusers reported higher monthly income than the rest of the sample.
Because abusers were more likely to be joint petitioners, it is possible that their monthly
incomes are higher because they have two incomes. The logistic regression results
revealed that unsecured debt and monthly income were the only two financial variables
significant in estimating debtor abuse. Debtors who had debt levels above the median
unsecured debt level for the sample were nearly 70% Jess likely to be abusers, while
debtors with incomes above the median for the sample were almost twice as likely to be
abusers.
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Limitations

This study sought to detem1ine the extent to which debtors are abusing
bankruptcy by filing repeatedly. One limitation is that data were restricted only to
infom1ation contained in the bankruptcy court records. These documents do not provide
the necessary infom1ation to make judgments about the intentions or individual
circumstances of debtors in bankruptcy. Secondly, this study categorized abuse based
so lely on the number of times a debtor filed bankruptcy over a 20-year time period. This
approach was taken because of the limited infonnation on the bankruptcy court records.
One-time filers have the potential to be abusers. Also, multiple filings were the only
detenninant of abuse. Several other factors come into play when determining whether a
debtor is abusing bankruptcy or not.
Ideally, one would examine each bankruptcy case filed by a debtor in order to
obtain more specific infonnation on their financial situations at each filing to determine if
their repeated bankruptcy filings are abusive. Even exam ining all the court records may
not provide a complete picture of the debtor's circumstances or intentions. Debtors' ages
are unknown because this infonnation is often left off the petition. Age is an important
variable considering that younger debtors may be more likely to be one-time filers
because they were too young to have filed in previous years.
The data are also limited to only one federal bankruptcy court district (Utah).
Debtors who moved into or out of the state during the 20-year period could have filed in
other court districts and thereby may be incorrectly labeled as non-abusers.
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Future Research

The frequenc y of repeat filings is likel y related to the chapter 13 filing rates,
which vary substantiall y from one district to another. Districts with very low chapter 13
rates are likel y to have few repeat filers because of the statutory limit on fi ling chapter 7
only once every six years. Replication of thi s study with a national sample including
other bankruptcy court di stricts, especiall y those with high chapter 13 filing rates, would
be ideal. Unfortunately, Social Security numbers are no longer available to the public
through th e bankruptc y files so rep lication may be difficult. The PACER system allows
one to search for multiple filings by the name and address of debtor but this approach is
clearly not as reliable as using the Social Security number. The paucity of research
repo rtin g abuse and fraud among debtors impli es that the system is being abused so
research ers need to keep examinin g and stud yin g abuse. Further research to determine the
incidence of abusive repeat filers should inc lude the effect of changing marital status and
the role it plays in financial distress and repeat bankruptcy filin g. Other research should
include infom1ation in addition to the data fro m bankruptcy file s. The bankruptcy files
are limited to information that is insuffic ient to answer complex questions about repeat
bankruptcy filers. Interviews with or surveys of debtors would be the ideal method of
gathering further data on repeat bankruptcy filers to determine potential abuse.

Conclusion, Impli cati ons, and Recommendations

This study was based on an assumption reflected in Congressional action over the
past eight years to refom1 the law, that abuse of the bankruptcy system is a serious
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problem. Although there are undoubtedly some instances of abuse, results of this
study lead to the conclusion that abuse of consumer bankruptcy by repeat filers is not
extensive. As this final chapter is being written, the Bankruptcy Abuse Prevention and
Consumer Protection Act of2005 awaits the approval of Congress. Supporters of this
bi II believe that the bankruptcy system suffers from abuse and fraud. While it appears
that the legislation will become a law, other approaches may be more effective and
efficient in combating abuse by repeat filers.
Using court records that include full Social Security numbers, court officials can
track previous bankruptcy filings and impose greater scrutiny upon those debtors who
filed multiple times. Debtors may have circumstances that can be dealt with more
effic iently outside of bankruptcy court. Some repeat filers may have legitimate debt
problems requiring a discharge via bankruptcy while others might suffer from
alcohol/drug or some other addict ion and need to be referred to other forms of assistance.
An on-staff financial counselor cou ld offer assistance to debtors who lack money
management ski ll s. Sullivan et al. ( 1989, 2000), found that families in bankruptcy are
also victims of larger economic troubles. These troubles include vulnerability of single
women with children, risky entrepreneurial ventures, low paying jobs, unsteady income
for wage earners, and creditors extending credit with the knowledge that the debtors are
unlikely to be able to pay. For the majority of American households, variable income
may be more of a problem in repayi ng credit obligations than unemployment (SMR
Research Corporation, 2001 ).
There are several confounding factors that contribute to family financial distress
and increasing bankruptcy filing rates (Berman! & Flynn, 2001 ). Problems lie with the
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credit industry and their willingness to extend credit to increasingly risky borrowers
(Black & Morgan, 1999). Mortgage lenders are more flexible by allowing no down
payment or stretching ratios to allow a borrower to qualify for a loan whether they can
truly afford it or not. Lack of or insufficient health insurance coupled with medical
problems and job loss contribute to financial distress (Himmelstein eta!., 2005). It seems
that this financial fallout is a result of several facto rs and that increasing bankruptcy filing
rates only est im ate a portion of consumers in financial trouble. Financially distressed
fami li es can file bankruptcy for relief, but there are many more families who are
strugg ling to pay debt yet not fi ling bankruptcy (Sullivan, Warren, & Westbrook, 1995).
If high bankruptcy filing rates indicate a large number of families suffering from
financial difficulties, th e solution is not to make it more difficult to file for bankruptcy,
but to decrease families' financial difficulties. Sullivan and colleagues (1989) stated the
following:
The purpose of bankruptcy law, properly used rather than abused, is to
serve as a financial hospital for peopl e sick w ith debt. If hospital
adm issions rise dramat ically, there are at least two explanations for the
increase. It may be that doctors have started admitting patients who are not
serious ly ill and who co uld be treated as outpatients. Or the crowded
hospi tal wards may simply reflect a breakdown of health in the
commun ity. If the hospital population suddenly rose, no sensible person
would close the hospital doors and announce that the problem has been
solved. Instead medical researchers would examine the patients to find
out if they were really sick, and if so, why. (p. 6)
At this time it appears that the Bankruptcy Code revision will become a law.
Regardless of changes made to the, Bankruptcy Code each bankruptcy district should
implement policies to identify, evaluate, and monitor repeat filings. While the revised
code is likely to lead to an increase in chapter 13 filing rates by forcing some chapter 7
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debtors into chapter 13 repayment plans, policies may be implemented to reduce
repeaters and increase the chapter 13 completion rates. Realistic repayment plans that
pay careful attention to construction of budgets and a financial counselor to work with
debtors who miss payments is one approach. Judges may need to discipline attorneys
who file cases repeatedly. Perhaps a new Code is not what we need to combat abusers;
instead, closer monitoring of cases by trustees, more responsible attorneys, and more
responsible lending are needed .

so
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